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(1)

FULL COMMITTEE HEARING ON MEDICARE 
PHYSICIAN FEE CUTS: CAN SMALL 

PRACTICES SURVIVE? 

Thursday, May 8, 2008

U.S. HOUSE OF REPRESENTATIVES, 
COMMITTEE ON SMALL BUSINESS, 

Washington, DC. 
The Committee met, pursuant to call, at 10:00 a.m., in Room 

1539 Longworth House Office Building, Hon. Nydia Velázquez 
[chairwoman of the Committee] presiding. 

Present: Representatives Velázquez, González, Grijalva, Ells-
worth, Sestak, Chabot, Akin, Davis, Fallin, and Buchanan. 

OPENING STATEMENT OF CHAIRWOMAN VELÁZQUEZ 

Chairwoman VELÁZQUEZ. Good morning. I call this hearing to 
order on ‘‘Medical Physician Fee Cuts: Can Small Practices Sur-
vive?’’ Our health care system is facing many challenges today that 
are not only affecting patients but also medical providers. One of 
the greatest obstacles confronting small health care practices is the 
fiscal problem in the Medicare program. 

With the baby boomer generation entering retirement, Medicare 
spending will increase exponentially over the next ten years. Ef-
forts are underway to ensure access to health care remains while 
also meeting the long-term financial issues facing the program. 

One of the top priorities in the upcoming months is addressing 
the scheduled cuts in physician fee payments. On July 1st, physi-
cian payments for Medicare services are scheduled to be reduced by 
10.6 percent. Without option, these cuts will continue annually. 
And it is predicted that the total reduction will be about 41 percent 
by 2016. 

Practitioners have warned that cutting doctor payments will un-
dermine the physician foundation of Medicare for current and fu-
ture generations of seniors, creating unnecessary barriers to care 
for older Americans. An AMA survey found that 60 percent of doc-
tors believe this year’s cut alone will force them to limit the num-
ber of new Medicare patients they can treat. 

This hearing today will examine how any solution must account 
for small health care practices. In crafting a fix, the unique cir-
cumstances of small health care providers must not be ignored. 

It is clear that they could be the most severely affected. Doctors 
surveyed by the American College of Physicians said cuts will force 
them to postpone purchases for their practice and to reconsider 
plans to upgrade health information technology. 

VerDate 0ct 09 2002 12:56 Jun 17, 2008 Jkt 033615 PO 00000 Frm 00007 Fmt 6633 Sfmt 6633 G:\CLERK SB-LD\HEARINGS\TRANSCRIPTS\40862.TXT LEANN



2

Other providers went further, saying they will reduce their staff 
or get out of patient care altogether. Unfortunately, the administra-
tion has taken the position that the cuts are necessary, even if it 
could mean loss of access for our seniors. 

In finding a solution to this problem, CMS must be an active par-
ticipant, which is why the Committee has invited CMS here today. 
The Committee looks forward to CMS’ testimony on what they are 
doing to work with the physician community. It is critical they hear 
the concerns of medical professionals here today and across the 
country on the potential implementation of the cuts as well as ways 
to mitigate their impact. 

This includes reducing the paperwork burden and providing reg-
ulatory relief to help physicians reduce costs associated with oper-
ating a practice. With the cuts a little more than a month away, 
there are steps being taken to avoid this problem. The question 
simply becomes, how should it be done? And what does it mean for 
physicians? 

The Senate has outlined a plan that will delay the Medicare phy-
sician payment cuts for 18 months. I support their effort to address 
this problem in the near term, but I also believe we should be 
working to finding a more permanent fix to Medicare’s physician 
fee cuts, one that reflects the cost increases inherent in practicing 
medicine and preserves access to coverage for seniors. 

Any fix needs to address the needs of small physician practices. 
A solution that doesn’t meet this goal could mean that patients 
could face problems in accessing health care in the future. 

I hope that during today’s hearing, our witnesses will shed light 
on the steps they believe should be taken. It is also my hope that 
the panelists will provide insight on the short, long-term impact 
the cuts could have on the provider community. 

In many ways, the physicians’ community interests are aligned 
with those of the seniors that receive care. The Committee wishes 
to hear these concerns and how we can work together for a proper 
remedy. 

I look forward to today’s testimony. And I thank all of the wit-
nesses for their participation and now yield to Mr. Chabot for his 
opening statement. 

OPENING STATEMENT OF MR. CHABOT 

Mr. CHABOT. Thank you, Madam Chair. And good morning to ev-
eryone. And thank you for holding this hearing on Medicare physi-
cian fee rates and cuts, et cetera. 

This Committee and our nation recognize that small medical 
practices are critical to the country’s overall physical and mental 
health and, like all other small businesses, essential to our eco-
nomic well-being. I would like to extend a special thanks to each 
of our witnesses who have taken the time to come here and who 
will be providing testimony here this morning. 

I especially want to welcome Dr. Charles Mabry, who is testi-
fying on behalf of the American College of Surgeons. I am sure that 
we will find his testimony and all of the witnesses especially help-
ful. And I also want to especially thank Tom DiAngelis, who is 
from the greater Cincinnati area, who will also be testifying this 
morning. 
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Data on medical practice size show that physicians and patients 
continue to prefer small practice settings. The small setting allows 
the physician to have control of medical decision-making and is 
most conducive to the relationship of trust and confidence between 
physician and patient. 

The practical preference of a small practice setting suggests that 
any Medicare physician fee system must be feasible and easily op-
erable in a small practice setting. The managed care backlash is 
also driving the insurance industry toward traditional insurance 
principles that instruct insurers, like Medicare, to manage financial 
risk and allow providers to manage care. 

The insurers forays into disease management emphasize this 
change in behavior with only cautious and limited outreach to phy-
sicians. The current Medicare physician fee schedule is clearly 
flawed. 

Since its inception in 2002, the sustainable growth rate formula 
has required the government to reduce physician fees. Since 2003, 
Congress has passed and the President has signed laws that have 
prevented the reductions from actually taking place. The current 
system rewards the physician for seeing as many patients as pos-
sible and sometimes performing excessive services. 

An example of this practice is the use of a CAT scan sometimes, 
rather than an X-ray, for example. Several studies have confirmed 
that expensive or excessive services do not necessarily lead to bet-
ter quality outcomes. 

As physicians, costs go up. And their Medicare reimbursements 
drop or are unrealistically low. They are engaged in a vicious cycle 
that forces them to see more and more patients to take in the same 
amount of money. 

Medicare pays its providers based on quantity without rewarding 
those providers who improve quality. In fact, Medicare pays more 
when poor care results sometimes in preventable services. This 
needs to be changed. 

Today access remains good for beneficiaries accessing current 
physicians and for those seeking new physicians. Continued efforts 
to monitor and protect Medicare beneficiary access are warranted. 
The Medicare physician fee schedule should be restructured to 
place a greater value on the quality of care and the efficient use 
of resources. 

Attention should also be given to improved health IT efforts. 
Making electronic Medicare records available to patients’ physi-
cians will cut down on unnecessary tests, help doctors provide bet-
ter care, and offer economic benefits to taxpayers and the federal 
budget. 

We have an excellent panel of witnesses, as I mentioned before, 
here today. And I look forward to hearing their thoughts. I want 
to thank the Chair again for holding this important hearing. And 
I yield back the balance of my time.

Chairwoman VELÁZQUEZ. Thank you, Mr. Chabot. 
And now I welcome the honorable Herb Kuhn. Mr. Kuhn is the 

Deputy Administrator of the Centers for Medicare and Medicaid 
Services. Most recently, he served as the Director of the Center for 
Medicare Management. As CMM Director, Mr. Kuhn was respon-
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sible for the development of the regulations and reimbursement 
policies for Medicare, which covers 43 million elderly and disabled 
Americans. 

Welcome, sir. 

STATEMENT OF HONORABLE HERB B. KUHN, DEPUTY ADMIN-
ISTRATOR, CENTERS FOR MEDICARE AND MEDICAID SERV-
ICES 

Mr. KUHN. Thank you, Chairwoman Velázquez, Mr. Chabot, dis-
tinguished members of the Committee. Thank you for inviting me 
today to discuss Medicare physician payment. 

Continued improvement in quality and access of health care for 
Medicare beneficiaries and all Americans requires the active par-
ticipation of physicians. And in order to ensure that participation, 
Medicare needs to appropriately compensate physicians for the 
services they provide to people with Medicare. But how we pay also 
matters. 

We need a payment system that will support high-quality care 
and avoid preventable costs to the program and to society. Simply 
adding expensive payment updates to the current system would be 
extremely expensive from a financing standpoint and would not 
promote better quality or more efficient care. 

The current system has the effect of directing more resources to 
care that is not of the highest quality, such as duplicative tests and 
services or hospital readmissions. And it doesn’t do as good a job 
as possible in treating those with chronic conditions. That is why 
payment reform is also so critical for Medicare beneficiaries, who 
are impacted in several ways. Not only are they impacted by access 
issues, but they also are threatened by rapid growth and expendi-
tures that could make services unaffordable. 

Growing physician costs directly impact Medicare beneficiaries 
through increased Part B premiums, coinsurance, and premiums 
for supplemental coverage. The current Medicare Part B premium 
stands at $96.40 per month. 

As MedPAC recently noted, over the 1999 through 2002 time pe-
riod, the Part B premium grew by an average of 5.8 percent per 
year while cost of living increases for Social Security benefits aver-
aged just 2.5 percent per year. 

Since 2002, the Part B premium has increased even faster, by 
13.5 percent in 2004, 17.4 percent in 2005, 13.2 percent in 2006, 
and 5.6 percent in 2007. Right now 29 percent of an individual’s 
Social Security check is applied to paying Medicare premiums, co-
insurance, and deductibles. 

The recent Medicare Trustees Report notes that the Medicare 
Part A trust fund will be insolvent by 2019. That is 11 years from 
now. That means if you are 54 years old today, the trust fund will 
be insolvent the day you are eligible for Medicare. For Medicare 
Part B, the Trustees Report noted an annual spending growth rate 
of 9.6 percent for the past 5 years per year. 

This kind of course in uncertainty for Medicare beneficiaries and 
physicians is why CMS has been working with Congress and the 
physician community over the past several years to provide a bet-
ter way to pay physicians. Our work centers around new concepts 
in the area of value-based purchasing with a goal of transforming 
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CMS from its current role of a passive payer of services into an ac-
tive purchaser of high-quality, efficient care. 

Nobody disputes the fact that there are problems with the cur-
rent statutory formula for calculating annual physician payment 
updates. To date, we have seen short-term fixes instead of a com-
prehensive strategy for long-term reform. The problem with this 
approach is that it runs up the tab and makes the next scheduled 
cut even larger. 

Case in point. As people have noted already, this July the law 
requires doctors’ fees to be cut by 10.6 percent. Physicians face an-
other five percent cut on January 1, 2009, and every year there-
after for the next decade. 

We at CMS are very concerned by this tremendous uncertainty 
and what this Band-Aid approach causes in terms of physician-
level participation in the program, particularly for the small prac-
tice, as the Chairwoman noted. 

In order to move forward with physician payment reform, we 
have embarked on the following initiatives. First, we are address-
ing the inappropriate payment rates for certain individual services 
in the physician setting. In 2006, we completed the third 5-year re-
view of physician payments. This resulted in a major rebalancing 
that provides for higher payments to primary care physicians. 

Second, we are looking at creating larger bundles of payment for 
care across the entire episode of care. We and others believe this 
holds real promise for higher quality, particularly in the area of 
hospital readmissions and greater efficiencies. 

Third, we have a shared savings demonstration that rewards 
physician practices for achieving higher-quality outcomes and sav-
ings. The demonstration is already showing impressive results. 
And we soon will be launching new electronic health record and 
medical home demonstrations. 

Fourth, we are looking at better ways to measure physician re-
source use with actual reports being issued to physicians on how 
they compare with similar physicians in terms of their resource 
use. 

And, then, finally, we have the physician quality reporting initia-
tive up and running. Physicians are beginning to report on evi-
dence-based quality measures. And the first payments under this 
system will be made to physicians this summer. The program is an 
important building block towards a value-based system for physi-
cians. 

To be sure, none of the steps that I and others will be presenting 
today represent the proverbial silver bullet everyone is looking for 
to address physician payment reform. If this were easy, it certainly 
would have been done long ago. 

While many of these issues are technically complex, they rep-
resent the best thinking we and others have at this time. And, im-
portantly, there was a growing consensus among all stakeholders 
that this was the right direction for the Medicare program. 

So thank you again for the opportunity to testify on Medicare 
physician payments. CMS appreciates this Committee’s review of 
this issue. And we look forward to continuing to work with you and 
Congress on this very important issue. 
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[The prepared statement of Deputy Administrator Kuhn may be 
found in the Appendix on page 46.] 

Chairwoman VELÁZQUEZ. Thank you, Mr. Kuhn. And the Chair 
recognizes Mr. Ellsworth. 

Mr. ELLSWORTH. Thank you, Madam Chair. Thank you, Mr. 
Kuhn. 

You pretty much answered my question there when you said I 
don’t have the silver bullets in my last five bullet points. Maybe 
you can address if those aren’t the silver bullets that are going to 
fix this system because I agree with the Chairwoman and Mr. 
Chabot that this is something that we keep Band-Aiding and Band-
Aiding and Band-Aiding 6 months, 18 months. It is not long 
enough. And it is not going to work. And our doctors and physician 
health care system needs it fixed. And we keep hearing that the 
next president. 

And I continue to say we can’t afford to keep waiting for the next 
president to do something. You know, this is going to be a tough 
debate and a lot of tough questions we have to ask ourselves. It is 
going to hurt. And it is going to take all of the stakeholders to talk 
about this. 

Some of the things I heard from a medical professional last week. 
Sixty-two percent of all medical costs occurred in the last two 
weeks alike. If that is true, I would like to know that. And then 
that sparks a debate. 

Nobody really wants to talk about this, but how do we deal with 
end-of-life issues? And are we going to change things in that arena? 
That is going to take I think generations of this country in how we 
deal with that. 

We hear a lot about tort reform. I don’t think you mentioned that 
in your statement. How much of it is really about liability and tort 
reform? Is that one of the silver bullets that needs to be added in 
there? 

And then comparing apples to apples, I don’t know if I have a 
question, but if you could address any of these things that—you 
know, who is giving what health care when I go in a standard of 
care? And I don’t know what I am really asking, but we have got 
to start comparing apples to apples here. 

I look at maybe it is a tier system. We have got to be able to talk 
out loud without getting your head chopped off for bringing these 
issues up. But, you know, the one person’s insurance policy or 
health care policy is the same as the next person’s and a standard 
across systems but maybe in those first ones about end-of-life 
issues, tort reform, maybe that helps. 

Mr. KUHN. A lot of good thoughts there. And I think you are kind 
of swirling around the area where all of us have been kind of grap-
pling with on these issues because if you really look at the current 
physician system, an economist would say you get what you pay 
for. 

So nobody should be surprised that we have this great volume 
in this intensity of services for physician payment because when 
you really step back and look at it, it is a piecework system. You 
know, it is a fee schedule and we pay on 7,000 different codes in 
the system. And what are all the economic incentives in a piece-
work system? It is to do more. 

VerDate 0ct 09 2002 12:56 Jun 17, 2008 Jkt 033615 PO 00000 Frm 00012 Fmt 6633 Sfmt 6633 G:\CLERK SB-LD\HEARINGS\TRANSCRIPTS\40862.TXT LEANN



7

And then you have this SGR cap on top of that, which basically 
penalizes all physicians equally. So if you are a physician that is 
practicing in an efficient way and someone else is practicing ineffi-
ciently, you get hit just as hard as the guy who is inefficient. So 
it is really kind of unfair in that regard as to how it looks forward. 

So a lot of things that we are doing on our demonstrations and 
some of the programs that we have already started to build, infra-
structures start to get at that. One is dealing with this issue in 
terms of cost variation around the country. Folks up at Dartmouth, 
Elliott Fisher and Dr. Winberg, have done some wonderful work 
about looking at great variations around the country and a lot of 
it about end-of-life care. 

And we see sometimes a three- or four-fold difference in terms 
of spending in different parts of the country, as you indicated, with 
no material difference in terms of the outcome of care. 

So one of the things we are really working with—pretty collabo-
ratively with the physician community—is really to measure be-
cause if you really don’t measure, you can’t really improve. And so 
we are looking at new measurement outcomes, new quality meas-
ures, efficiency measures, where we can start to measure this and 
where physicians can compare themselves one to another to see 
how they are performing to see if we can get rid of some of this 
variation out there. 

So there are a lot of different swirling activities out there, but 
I think you are asking the right questions. How do we fundamen-
tally begin to look at what the gaps are in care, address those gaps, 
and improve? And part of that fundamental foundation of what we 
are doing is measurement so in the future we can start paying for 
outcomes, not just pay for services. 

Mr. ELLSWORTH. That is all I had, Madam Chair. Thank you. 
Chairwoman VELÁZQUEZ. Thank you. 
Mr. Buchanan? 
Mr. BUCHANAN. Thank you, Madam Chair. 
I want to compliment my colleague from Indiana. I think he has 

got it right. This is a huge, serious problem. I am in a district, in 
a country, number one, as a member of Congress, with the most 
seniors, 65 and over, 176,000 according to groups. We have got the 
baby boomers this year first turning 62, talk to doctors, head of our 
medical society, Dr. Patel. 

Since 1991, they have looked at continued cuts, but, yet, 90 to 
95, 85 percent of their practice is Medicare. Their expenses con-
tinue to go up in terms of taxes, insurance, MedMEL, and all of 
these other things. And I know at the end of the year, a lot of them 
felt they were going to go out of business if they had that cut. 

So when we are talking about these additional cuts that we are 
talking about—and I think there was some thought early on with 
Medicare that it would be 20 or 30 percent of your practice. But 
in areas like Florida and my area, I am sure different parts of the 
country, it has evolved, 85-90 percent of the government. They are 
basically working for the government. 

So the bottom line, I just don’t see. They can’t attract a new doc-
tor to our area. I think they have had one in a 300,000-population 
county, they were telling me, one medical society. They can’t at-
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tract new physicians to even come to the area because it doesn’t 
make any sense. 

So I guess I want to get back to the whole point of what are we 
going to do or what are the answers as you see it to these cuts. 
And I think, as my colleague from Indiana says, it is tough to deal 
with this, but we have really got to be truthful with the American 
people and put all of these things on the table across the board be-
cause, again, the first baby boomers are turning 62 and you have 
got 78 million to follow. We need to get real about that and right 
now. 

Mr. KUHN. Those are very good points. And I think probably 
what you see in your district, as much or more than anybody else 
because of the numbers you laid out, is the fact that for the Medi-
care program to be successful, to really serve the seniors in this 
country, we need the active participation of physicians. 

It is interesting. There was a GAO report that came out last year 
that said basically 80 percent of all health care spending is driven 
by physicians because they are the ones that order tests. They are 
the ones that admit patients. They are the ones that discharge. So 
we have to have active participation by physicians to be part of this 
program. 

As you well-indicated, depending on the physicians’ specialty, 
their part of the Medicare payer mix could be very low to very 
high, almost 100 percent of their business. But the way that we 
guarantee active participation by physicians is to have predict-
ability and stability in the payment system. And we have neither 
right now. So I can understand that uncertainty that your physi-
cians are feeling and others that are out there. 

And, quite frankly, these are professionals that ought to be treat-
ed better by all of us as we go forward. And so what we can do 
with this program to try to manage that to get better as we go for-
ward is going to be absolutely key. 

One of the things that we are really trying to deal with with 
some of our other demonstrations here is really trying to look more 
thoughtfully in terms of the overall payment system in the Medi-
care program. 

You know, right now when you look at Medicare Part B, it is 
pretty much siloed. You know, physicians spend more to try to care 
for a patient more effectively. They see their payments cut as a re-
sult of the SGR because spending exceeds the target. 

But, yet, because they might be managing someone with diabetes 
much more effectively, they might spend a little bit more to man-
age it more effectively, but they save that trip to the emergency de-
partment. They save that hospitalization. The overall system costs 
come down as a result of that. 

How do they be accounted for that? How do we reward them for 
that? And we are looking at new ways to do that. I think that is 
a good effort for the future in where we need to be going with this 
program. And I think we are getting some good support by the phy-
sician community to help us think those issues through. 

Mr. BUCHANAN. I had one other quick question. I know we have 
got to go vote. But one of my doctors called me in reaching out to 
the community and said a lot of these young physicians are coming 
out with hundreds of thousands of dollars of debt out of medical 
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school. And then they are trying to pick up a practice and addi-
tional debt to set up an office. And, again, he said, how in the 
world do you expect anybody to go into this profession with the re-
alities they are dealing with? 

So it is a follow-on question but somewhat maybe just what you 
covered. But I do want to—

Mr. KUHN. I think that is a good point and a real concern as well 
because what we really need right now in health care is more pri-
mary care physicians. And if they are looking at that kind of debt, 
they are probably going to choose specialties that are not primary 
care. And that is going to be a problem in terms of access in the 
future. 

So we have got to make sure our payment systems are fair, that 
they reward physicians across the board, and that we don’t create 
incentives where people are abandoning primary care and moving 
into specialties, which I think could be one of the worst outcomes 
we could possibly see here. 

Mr. BUCHANAN. Thank you, Mr. Kuhn. 
Chairwoman VELÁZQUEZ. Well, we have five votes. So the Com-

mittee will stand in recess. And we will resume right after the 
votes. 

[Recess.] 
Chairwoman VELÁZQUEZ. The Committee is called to order. Mr. 

Kuhn, Congress is working on a physician fee fix that works for all 
health care providers. By what date does CMS need a Medicare bill 
signed into law to ensure physicians receive the proper payments 
on July 1st? 

Mr. KUHN. In order for us to be able to work with our contractors 
to get all the programs put into place, probably mid-June would 
give us ample time and be ready to go on July 1 for a seamless 
transition so there would be no interruption in payments. 

Chairwoman VELÁZQUEZ. And can you talk to us about the steps 
CMS has taken to prepare for either a reduction or the possibility 
of a congressional change to the formula? 

Mr. KUHN. We will certainly be working very closely with Con-
gress to make sure that if there is a reduction, it is hard-wired into 
the system now. And that would go forward. If there is a change 
by Congress, we would hopefully be able to anticipate that, again 
to make it as seamless a transition as possible. So, either way, we 
hope to be prepared and to implement the laws Congress deter-
mines for us to implement. 

Chairwoman VELÁZQUEZ. The Medicare economic index is the 
government’s measure of increases in physician practice costs. Most 
importantly, this index serves as CMS starting point for each 
year’s physician payment update. Unfortunately, the way that MEI 
is calculated has not changed in nearly 35 years. Is there any rea-
son why CMS hasn’t attempted to reevaluate the MEI and bring 
it to the Twenty-First Century? 

Mr. KUHN. That is a good question. And our Office of the Actuary 
and our head actuary, Rick Foster, has looked at the Medicare eco-
nomic index, or the MEI, on a regular basis. And they believe that 
continues to be a good indicator for growth in this area at this 
time. If there is new information that they can be looking at and 
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new information the physician community and others can bring for-
ward—

Chairwoman VELÁZQUEZ. Who is that person? 
Mr. KUHN. Rick Foster, our actuary. 
Chairwoman VELÁZQUEZ. So Mr. Foster really believes that the 

way health care practices operate today is not different from how 
health care practices were operated 35 years ago? 

Mr. KUHN. No. I don’t think I would characterize it that way, 
Madam Chair. I think it is rather in terms of it is a reasonable 
proxy for determining the inflation increase. 

But I would absolutely agree with you that practices have 
changed over time. And, as a result of that, through the RBRVS 
system and through the American Medical Association’s Relative 
Value Update Committee, also known as the RUC, in terms of try-
ing to get the values between physician work, physician practice, 
expense, and ultimately malpractice, those are changed on a reg-
ular—

Chairwoman VELÁZQUEZ. Does the physician community agree 
with you on that assessment? 

Mr. KUHN. On the MEI, perhaps maybe they do not. 
Chairwoman VELÁZQUEZ. Why is that? 
Mr. KUHN. They may think that there are other inputs that 

ought to be considered as part of the process. 
Chairwoman VELÁZQUEZ. And CMS believed that there is no 

other input that should be considered. 
Mr. KUHN. I don’t believe that we have seen any evidence in 

terms of new survey information that would indicate that that 
would be changed at this time. 

Chairwoman VELÁZQUEZ. So you are telling me that the way 
medicine is practiced today is not very different from how medicine 
was practiced 35 years ago and that the cost that a person, medical 
practitioner, incurs today in terms of new technology is not dif-
ferent and yet you want to link health care, quality health care, to 
new technology, IT, and so on, and so none of that is counted. 

Mr. KUHN. Well, I think there are two parts to this puzzle. One 
is the MEI, which is the inflation update. The real work is done 
with the RBRVS system and the relative value updates that are 
valuated by the RUC, the Relative Value Update Committee of the 
American Medical Association. That is where the real activity is in 
terms of what payments are out there in terms of new technology, 
the work that physicians put in in terms of the services. Those are 
changed on a regular basis. 

And what we did, actually, in 2006, we did a 5-year review. The 
statute requires, of course, every 5 years to review the codes, to 
work with the AMA and other physician specialties to do that. 
Then they made a number of substantial changes to that. And we 
accepted all of those. 

So it is as accurate as we can possibly be for this time for the 
real activity for the payment schedule. In terms of the inflationary 
update, I think the factors that go into that continue to be con-
sistent. But the rates that are paid are as accurate as they can pos-
sibly be. 
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Chairwoman VELÁZQUEZ. Well, I just can’t buy that the Medicare 
economic index for the last 35 years has been unchanged. It doesn’t 
make sense to me. 

Mr. KUHN. If there is new information that our actuary ought to 
be looking at, we would be interested to see that. 

Chairwoman VELÁZQUEZ. Mr. Kuhn, CMS has stated that Medi-
care spending on physician services is out of control, in part due 
to rapid utilization. However, the 2008 Medicare Trustees report 
indicates just the opposite. According to that report, the annual 
growth in the volume of Medicare physician services for 2005 and 
2006 was just 3.6 percent, which is only about half the growth rate 
projected in their 2006 report. 

Is the administration’s position on physician fee payments reflec-
tive of MedPAC’s finding? 

Mr. KUHN. What we saw between about 2002 to about 2005-
2006, is double digit increases in physician payment. And it has 
begun to level off—this last report—in terms of the volume of serv-
ices that are out there. But it is still growing at rates that are 
much greater than other parts of the Medicare program and cer-
tainly growing at rates that are far higher than overall inflation. 
So it continues to be a cause of concern for us as well as MedPAC. 

Chairwoman VELÁZQUEZ. Let me ask you again, sir. Is the ad-
ministration’s position on physician fee payments reflective of 
MedPAC’s finding? 

Mr. KUHN. Well, I guess I would need to know specifically what 
MedPAC’s findings were on that. If you could restate that, then, 
please? 

Chairwoman VELÁZQUEZ. I am sorry? 
Mr. KUHN. What specifically were MedPAC’s findings? 
Chairwoman VELÁZQUEZ. Well, according to that report, the an-

nual growth in the volume of Medicare physician services for 2005 
and 2006 was just 3.6 percent, which is only about half the growth 
rate projected in their 2006 report. So you are talking about, you 
know, this out of control. Yet, the MedPAC’s finding doesn’t reflect 
it. 

Mr. KUHN. I would need to check with our actuary to see if the 
recent information in the trustee’s report, the Medicare Trustees 
report, matches up with MedPAC’s findings. 

Chairwoman VELÁZQUEZ. So let me ask you this question. Is 
CMS winning to refine its position on the physician fee issue, if uti-
lization drops? 

Mr. KUHN. I would think that where we are right now in terms 
of trying to change the way we pay physicians is not the debate 
that is before us. I think the real issue before us is how we go 
about making those changes. 

I think everybody within organized medicine, certainly most in 
Congress, believe that it is time to have a change in the way we 
pay, to start paying for value, not volume of services. So even if we 
are seeing lower growth rates over the last couple of years, I don’t 
think that should stop us or deter us from trying to find a better 
way to get better value and better quality in terms of our health 
care system. 

Chairwoman VELÁZQUEZ. I don’t think that anyone, no one here, 
is saying the opposite. The problem is when you say that we need 
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to attract more primary doctors to serve the senior community that 
is growing and, as Mr. Buchanan pointed out to you, the problem 
is that incentives are not there for these people to come and serve 
those communities. 

And so you need to take into account the new economic reality 
of the new physicians and the type of incentives that you are pro-
viding to attract those physicians to enroll into the Medicare CMS 
services. 

Mr. KUHN. I would agree with your statement there that we do 
need to make sure that this program, this particular physician fee 
schedule, continues to evolve. And I think it has over the last sev-
eral years as we move forward. 

And particularly on the issue of primary care physicians, again, 
in 2006, when we did the 5-year review, the RUC came forward 
with extraordinary recommendations in order to change values for 
what we call E/M codes, evaluation of management codes, which 
are primarily the codes used by primary care physicians. It is the 
time that physicians spend with patients, mostly in primary care. 

Many of those codes went up 20-30 percent. We accepted all of 
those. And so we are working hand-in-glove with the physician 
community to try to make those changes and make them as accu-
rately as we possibly can. 

Chairwoman VELÁZQUEZ. Okay. I have another question, and I 
will come back on a second round. 

Mr. KUHN. Thank you. 
Chairwoman VELÁZQUEZ. Mr. Chabot? 
Mr. CHABOT. Thank you, Madam Chair. 
I guess on behalf of the Committee, we want to I guess express 

our sympathies for both the witnesses and the audience for having 
to wait so long in between when we started and taking this up 
again. 

Obviously it was out of our control. We had votes on the floor. 
It is very common to get interrupted in Committee meetings with 
votes on the floor. Typically it is 45 minutes, maybe an hour, unfor-
tunately. Two hours is what you all had to wait. The Chair and I 
obviously have no control over that, but I know how that can wreak 
havoc in your schedules for today and how long you think you 
might have to be here and that sort of thing. So our sympathies 
for you having to put up with that inconvenience. 

Speaking of convenience, Mr. Kuhn, relative to Congress and the 
way we have dealt with a reimbursement issue and the cost for re-
imbursing physicians over the year with respect to Medicare, how 
inconvenient is it and how detrimental to doctors and others who 
depend upon this and the patients as well when year after year we 
have a tendency and the cuts are out there reflected in either the 
President’s budget or perhaps our budget but by the end of the 
year, the fix comes very late? And so people don’t know what it is 
going to be. And for planning purposes and everything else, I am 
sure that there is some negative impact. 

Could you discuss that and what kind of problem that is? 
Mr. KUHN. Sure. You are absolutely right, Congressman, that it 

probably is very disruptive for physicians because if they want to 
make plans in terms of their practice, whether it is to buy a new 
piece of equipment or invest in, say, an electronic health record or 
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something like that, the fact that they don’t have predictability and 
stability in their payment system to know how they would amortize 
that out over the years in the future does create real disruption 
that is out there. 

Also, I think it is disruptive in terms of Medicare beneficiaries 
to know whether a physician might take someone who now be-
comes age 65 and want to take on additional Medicare beneficiaries 
as patients or whether a physician may want to participate in the 
Medicare program that is out there. 

So I think for any business person in this country, regardless 
whether it is health care or anything else, they need predictability 
and stability. And under the current physician fee schedule and the 
payment system we have now, they are not getting that. 

Mr. CHABOT. Right. And we have, unfortunately, seen that that, 
the fact that this delay that is in the system, occurs year after 
year. Whether it was in Republican control or Democratic control 
now, it seems to be not really a political thing. It is just the way 
it works up here in Congress or doesn’t work. And I think, really, 
Congress needs to get its act together. So people can depend upon 
things to come and be able to plan in advance. 

What can we do about rewarding efficiency and, therefore, en-
couraging more of it? 

Mr. KUHN. One of the best ways that we have really looked at 
is that we really need to measure in this area. And we really need 
to get this set of quality measures as well as resource use measures 
so that we can really kind of look at efficiency. 

If you look at the Medicare payment system now, at least for 
physicians, we pay on volume. We don’t pay for value. And we don’t 
really know what kind of outcomes that we are getting as a result 
of that. And that is why we see this great variation in terms of care 
across the country and in a lot of cases great inefficiency in the sys-
tem that is out there. 

So I think one area is the development of measures. And the 
physician community, I think particularly led by the American 
Medical Association’s consortium, is doing a very good job of devel-
oping new quality measures, thinking about efficiency measures as 
we go forward. But it is more than just measuring it. It is really, 
then, do you attach payment to it to really kind of drive the incen-
tive as we go forward? 

I think that is the next hill we all have to cross, but I think we 
are doing a very good job of building the infrastructure to get the 
measures in place. The next question is, then, how do we deploy 
those measures? And, ultimately, do we make those publicly avail-
able? Because that is part of the accountability as well as trans-
parency is part of this, too. 

Mr. CHABOT. Thank you. 
What was the participation rate in the physician quality report-

ing initiative in 2007? And what percentage of participation was 
from office-based small practices; in other words, six physicians or 
less? 

Mr. KUHN. That is a good question. Under PQRI, which began 
in July of ’07, our current indication is about 16 to 17 percent of 
physicians participated in that first 6-month launch of the pro-
gram. Some people have looked at that and said, ‘‘Boy, that is not 
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a very high number,’’ but a couple of observations about that are 
worth noting. 

One is, when it was authorized, it was only authorized for 6 
months. So if you are a physician and you are trying to decide 
whether to train staff how to operate in this new program or to 
make the investment, if it is only for 6 months, you might want 
to think twice about that. So I think 16 percent with that level of 
uncertainty was pretty good. 

The second thing is physicians, when it comes to these kinds of 
programs, sometimes are slow adopters to the program. We have 
the participating physician program. A physician would be either 
participating or nonparticipating in the Medicare program. And 
that has a differentiation in payment. 

When that first started, physician participation was about 25 
percent. And then over the next decade, it grew to about 95 per-
cent. So I think the early start of this program looks good. 

In terms of the breakdown of the smaller physician offices, I 
don’t know if we have that number broken down that way. We 
have it more by specialties, whether it was ophthalmologist or oth-
ers, but in terms of practice size, anecdotally the information I hear 
from our medical officers in CMS is that it looked like physicians 
across the spectrum, both small and large, participated. 

And that seems to make sense because when you look at physi-
cian practices overall, about 50 percent are physicians in practices 
of 2 or 3 or less. So I think we would have had good representation 
by smaller offices as a result. 

Mr. CHABOT. Thank you. 
Madam Chair, I yield back. 
Chairwoman VELÁZQUEZ. Mr. González? 
Mr. GONZÁLEZ. Thank you very much, Madam Chair. And wel-

come, Mr. Kuhn. 
First of all, thank you for your candid responses. Many times we 

will get witnesses, of course, and you are the messengers generally. 
And you know what we do to messengers. And so sometimes they 
are very careful in their responses. 

And even with Secretary Leavitt in another committee hearing 
with Energy and Commerce, I just could not get him to answer 
whether he thought the SGR was the way to go. And I even had 
that transcribed so I could read it to all of my physician groups 
back home. He gave me a very Alan Greenspan answer. And Alan 
Greenspan is infamous for actually remarking to a senator, ‘‘If you 
understood me, I must have misspoken.’’

[Laughter.] 
Mr. GONZÁLEZ. But that is really what we have been receiving. 

And I know it is the tail end of the administration and Secretary 
Leavitt’s tenure and such. 

Does anyone over in CMS or HHS believe that the SGR is an ac-
curate means or manner in which to base reimbursement to physi-
cians? 

Mr. KUHN. I think that the consensus would be that it is a pretty 
blunt instrument and that it is time to move on to find a better 
way to pay physicians. 

Mr. GONZÁLEZ. Okay. And as we speak, do you see that effort 
being undertaken, either by people over at HHS, CMS? I know we 
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are trying to do certain things in Congress. I know Dr. Bird just 
has his bill out there. 

What do we have as we speak in a serious ongoing effort to find 
something in the way of a substitute? 

Mr. KUHN. I think the real good news here is that over the last 
2 or 3 years, there have been some great collaborations between 
CMS, the physician community, and I think Congress to a large ex-
tent, to really find a better way to pay physicians, to really think 
about paying for outcomes, to pay for quality, pay for better safety 
of care, instead of the volume of care that is out there right now. 

So in that regard, we have got some wonderful demonstrations 
underway that are showing some great promise. It is a chance for 
us to prove a concept through a demonstration. I think there is a 
lot of good work in terms of collaboration between us and the AMA 
Physician Consortium for development of measures so we can actu-
ally measure what is going on out there. It is working very well. 

And then, finally, some real good work with this PQRI program 
that Mr. Chabot mentioned in terms of really building the base to 
find a way for us to get that information from physicians so we can 
measure and know what the quality information is out there. 

So some good start. Do I wish we were further along than we are 
now? Absolutely. But I think we have got a pretty good stake in 
the ground to get us going. 

Mr. GONZÁLEZ. And as we come into a new administration, we 
are hoping that we are going to be much more aggressive. And I 
do believe it really is imperative that Congress leads the way. I 
really believe that, regardless of who wins the election, who is 
going to be there. And hopefully we will have people that are going 
to be sensitive to it and such. 

I am going to read from the memorandum prepared by staff, 
‘‘The law specifies a formula for the annual update to the physi-
cians’ fee schedule. Part of the update is based on whether spend-
ing in a prior year has exceeded or fallen below a spending target. 
It is calculated using the sustainable growth rate, SGR, a cumu-
lative one for Medicare spending growth over time. If spending is 
in excess of the target, the update for a future year is reduced. The 
goal is to bring spending back in line.’’

I think that is the fundamental principle of the SGR. It is not 
reality-based. Whether it is Congress, whether it is the President, 
or whatever, we figure what we want to spend in a particular year. 
And then we make things fix. 

If we say we are only going to have $10 to reimburse physicians, 
even though the cost of providing the service is $15, we are still 
going to do $10. And we may torture different numbers and for-
mulas, but I think that is why we are all in agreement. 

So then we come over to your testimony. And it says, ‘‘But in 
every year since 2002, Congress has overridden the statutory cost 
growth control, the sustainable growth rate. The problem with this 
recent approach is that it runs up a tab that makes the next sched-
ule cut even larger. And, you know, we have been addicted to that 
kind of behavior. And it is really bad. It is stopgap. 

But I guess the message really to CMS, to the physician commu-
nity, and to Congress that, indeed, it is broken. It is not working. 
I have never had anyone really say that the SGR is the way to go. 
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Now, Secretary Leavitt may have danced around it, but I think 
in the final analysis, he was talking about pay for performance and 
how we do that. We have heard from the governors of the States 
of Minnesota and Pennsylvania regarding their universal health 
coverage and how they pay for performance. But then that opens 
up another can of worms. 

So I hope before we go there, I am going to leave you with one 
last thought that I hope that you are very cognizant of and I think 
that you are. Everyone in the audience is. Whatever CMS says 
something is worth, that is adopted in the private sector. So every-
thing that government does, then that basis is the predicate for 
what an insurance company is going to reimburse a physician. 

So if we have got problems with Medicare, can you imagine the 
spillover? And so now that is cumulative, but it presents great 
challenges. We want to work with you, but we want absolutely 
straight answers. 

If we are going to make this thing, it is going to be tortured logic 
to make it fit a budget, then we need to be saying that. And that 
is never going to work. I think that is going to be the biggest obsta-
cle and challenge for all of us. 

Again, I appreciate what you do and, again, your candid remarks 
today. And I yield back, Madam Chair. 

Chairwoman VELÁZQUEZ. Do you want to respond? 
Mr. KUHN. Thank you, Madam Chair. Absolutely. I would just 

say that all of your points—I don’t think I would necessarily dis-
agree with many of your observations you made, Congressman. 
And, you know, if you really think about the Medicare program and 
the evolution it goes through, when it started in 1965 and then we 
paid physicians on this thing called customary prevailing and rea-
sonable charges that were out there, after about a decade and a 
half, everybody realized that was very inflationary and very prob-
lematic. 

And so then came the RBRVS system, the current payment sys-
tem that we have. That has been in place now 15, almost 20 years. 
And I think it is time to change to something else. And the change 
that we are all talking about here is value-based purchasing and 
how we move in that direction. 

The good news continues to be that the collaboration between us 
and the physician community and the Congress and other stake-
holders on this is there. And it is working, but it is slow work be-
cause you want to get it right as we go forward. 

But you are right. It needs to be done. It is work worth doing. 
But I think, above all else, I’ll just leave you with this point, that 
in terms of getting answers from us at CMS, as we move forward 
in this direction, I think we have to have some guiding principles 
that drive us forward. 

One, I think we have to have investigative integrity in all that 
we do in driving forward on this change. I think second, and ut-
most, is that we have to have transparency in all that we do, not 
only with you all up here but with the physician communities and 
others, because this kind of change, I don’t think you can order this 
kind of change on physicians and others. I think it has to be they 
have to believe in it, they have to help us develop it, and have to 
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be incentivized to drive it forward. That is where I think that we 
will get the success as we go forward. 

Mr. GONZÁLEZ. Thank you very much. 
Chairwoman VELÁZQUEZ. Mr. Grijalva? 
Mr. GRIJALVA. Thank you very much, Madam Chair. 
And I want to say that the comments that my colleagues have 

made to you, sir, are very important comments. And we are talking 
about change. I really appreciated the last statement you made 
that as we go through this very laborious and difficult process, that 
there have to be guiding principles and practices. And I couldn’t 
agree more about the transparency and the buy-in factor from the 
physician community. 

I represent a district in which I have under-served communities 
in the urban part, and I have big patches of rural communities that 
primarily rely on small practices for their health delivery system 
and for their Medicare services. And it is that access, particularly 
primary care for the elderly, that is getting more and more difficult 
in the rural areas of my district. 

I wanted to ask you a question. One of the things that I hear 
from those physicians in those small practices is the issue of—I 
want to say duplicity, but I don’t think it is—with Medicare Advan-
tage, that there is no uniformity to the identification card. And 
what CMS has suggested to these physician practices is: why don’t 
you call in to make that verification? 

It is disruptive to the practice. It is disruptive to the quality time 
that you need to spend with your patient. And my question to you 
would be; would CMS oppose congressional intervention, for lack of 
a better word, to require one standard of MA card for patient ID 
cards? 

Mr. KUHN. We have, my understanding through our marketing 
guidelines, some pretty good standardization right now in terms of 
ID cards that are supposed to be provided to Medicare bene-
ficiaries. Furthermore, the terms and conditions and other aspects 
of the Medicare Advantage product need to be posted publicly on 
Web sites for easy access by everyone. 

But I would like to go back and spend some more time with staff 
understanding the actual standardizations we have now and fur-
ther needs that your constituents are talking about that. So I 
would kind of defer a final answer on that until I have some more 
information. 

Mr. GRIJALVA. That is fine. 
Mr. KUHN. But it is something that we would be happy to go 

back and then come back and talk to you and your staff about. 
Mr. GRIJALVA. Thank you. Madam Chair, I yield back. 
Chairwoman VELÁZQUEZ. Thank you. 
Mr. Kuhn, I am concerned that there is inadequate oversight of 

Medicare Advantage by the states or by CMS. One issue, in par-
ticular, that challenges health care providers is the ‘‘all products’’ 
clauses. These contract provisions require providers to accept all of 
a health plan’s sponsor contracts. Though a number of states have 
worked to outlaw such provisions, Medicare Advantage plans are 
exempted. 
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My question is, would CMS oppose congressional intervention to 
outlaw the use of all product clauses for Medicare Advantage prod-
ucts? 

Mr. KUHN. I would think in terms of the—well, two aspects of 
that. One is, actually, this morning, we issued a new regulation to 
deal with marketing aspects of Medicare Advantage plans. And so 
many of the issues that have been raised in the past in terms of 
marketing, problems with brokers and agents, we think we are get-
ting a pretty good handle on that. And we have got some new infor-
mation out there. 

I think on the second issue that you raise here in terms of the 
deeming requirements and the operation of the MA plans, particu-
larly the private fee-for-service plans, I would like to hear more in-
formation in terms of the problems that it is creating for individual 
providers because right now I think with, again, our marketing 
standards that we have now, with the terms and conditions that 
are posted that providers are able to access, I would like to know 
what other things that perhaps we could do administratively first 
before we turn to legislation. 

Chairwoman VELÁZQUEZ. Sir, you will have an opportunity this 
afternoon because some of the witnesses that will be testifying will 
be discussing that very same issue. So, for the record, I would like 
to know if you have any staff that will remain in here. 

Mr. KUHN. Of course, we will make someone available to partici-
pate in the rest of the hearing. Thank you for asking. 

Chairwoman VELÁZQUEZ. Mr. Chabot, do you have another ques-
tion? 

[No response.] 
Chairwoman VELÁZQUEZ. Well, then the gentleman is excused. 

And I really thank you for being here this morning. 
Mr. KUHN. Thank you all very much. 
Chairwoman VELÁZQUEZ. And I will ask the second panel to 

please come forward and take your seats. Welcome, and I really ap-
preciate your cooperation and understanding about the fact that we 
spent so much time this morning trying to have five to seven votes 
on the House floor. Sometimes we have members from both sides 
acting out. 

[Laughter.] 
Chairwoman VELÁZQUEZ. And the whole thing—
Mr. CHABOT. Yes, more one side than the other. 
Chairwoman VELÁZQUEZ. Yes, to my left. To my left. 
[Laughter.] 
Chairwoman VELÁZQUEZ. Anyway, I know that some people are 

trying to take some flights later on this afternoon. So our first wit-
ness is Ms. Mona Reimers. Ms. Reimers is the Director of Revenue 
Services for Orthopaedics North East practice located in Fort 
Wayne, Indiana. She is President of the Indiana Medical Group 
Management Association and a member of the Medical Group Man-
agement Association. MGMA has more than 20,000 members, who 
manage more than 13,500 organizations, in which almost 270,000 
physicians practice. 

You are welcome. And you have five minutes to make your pres-
entation. 
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STATEMENT OF MS. MONA REIMERS, DIRECTOR OF REVENUE 
SERVICES OF ORTHOPAEDICS NORTH EAST, PRESIDENT, 
MEDICAL GROUP MANAGEMENT ASSOCIATION INDIANA 
CHAPTER ON BEHALF OF THE MEDICAL GROUP MANAGE-
MENT ASSOCIATION 
Ms. REIMERS. Madam Chair and members of the Committee, my 

name is Mona Reimers. And I am a practice administrator of a 26-
physician orthopaedic practice in Fort Wayne, Indiana. Our prac-
tice has 12 locations, which serves patients in 30 counties from 3 
states. 

Medicare regulations significantly impact physician practices. 
And, as the President of the Indiana Medical Group Management 
Association, I wanted to express my concerns on behalf of my na-
tional association. Thank you for having me here today. 

I echo the concerns of my fellow panel members regarding the 
flawed sustainable growth rate formula. Stopping the 10.6 percent 
physician payment cut scheduled to occur on July 1st should be a 
congressional priority. Our physicians are committed to our Medi-
care patients. We currently accept new Medicare patients; however, 
we are considering significantly trimming back our acceptance of 
Medicare Advantage patients. 

If the 10.6 percent cut were to take effect, we would be forced 
to consider another operational change, such as reducing the num-
ber of traditional Medicare patients we accept. Some of the prac-
tices in Indiana are already managing the demand of Medicare pa-
tients in their offices by keeping only a few appointments per day 
available to Medicare patients. Therefore, these double digit cuts 
clearly threaten high-quality care to Medicare beneficiaries. 

My local experience is reflected in recent MGMA national re-
search for more than 1,100 group practices, representing nearly 
29,000 physician respondents. As a result of the six-month finan-
cial uncertainty, nearly 24 percent of practices have begun limiting 
new Medicare patients. And nearly 50 percent indicated that an 
additional 10.6 percent cut will force them to stop accepting and/
or limiting the number of Medicare beneficiaries their practices 
treat. 

MGMA research also showed that more than half of responding 
practices are reducing administrative and clinical staff. Two-thirds 
described how information technology and clinical equipment in-
vestments are also sacrificed or postponed indefinitely. However, 
Medicare’s challenges are not solely caused by the annual SGR 
struggle. 

For the past two and a half years, we have encountered contin-
ued and growing frustration associated with the Medicare Advan-
tage program. In 2005, Medicare Advantage was 3.6 percent of my 
practice’s Medicare charges and has grown to 24 percent in 2007. 
Our Medicare Advantage patients share our practice’s frustrations. 
They don’t know the rules. 

Practices like mine are bogged down trying to help patients un-
derstand their plans and navigate the many administrative com-
plexities. My practice has been forced to hire two full-time staff 
just to deal with the avalanche of beneficiary questions and addi-
tional paperwork associated with Medicare Advantage, and even 
that is not enough. 
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MGMA has fielded countless practice inquiries and concerns re-
garding Medicare Advantage and has, therefore, developed four 
simple requests that if enacted would greatly improve the oper-
ational aspects associated with Medicare Advantage as well as im-
prove provider and patient understanding about the program. 

In recent MGMA research, over 56 percent of respondents said 
they could not accurately identify Medicare Advantage patients, 
with 90 percent of respondents indicating that patient insurance 
cards provided ineffective identification. 

Because patients do not know what coverage they have, I have 
had to direct my staff to contact Medicare or the Medicare Advan-
tage plan each time the Medicare patient walks through the door. 
This administrative burden could be avoided with the standardiza-
tion of Medicare Advantage ID cards. 

If standardized cards were issued, we could quickly identify the 
type of Medicare Advantage plan the patient is enrolled in and we 
could then know precisely where to bill the claim and what contact 
information to use for further follow-up information. These ID 
cards should be required to contain a toll-free number meant for 
providers to be able to get answers to questions and quickly check 
eligibility and/or claim status, just like traditional Medicare. 

Our second request is the elimination of deeming in Medicare 
Advantage. Doing so would allow practices a fair opportunity to re-
view, negotiate, and understand contracts with plans. Deeming al-
lows a Medicare Advantage plan to consider a physician as accept-
ing their contract if the patient presents a Medicare Advantage 
card prior to service. 

Often we are essentially forced to sign the last page of a contract 
without knowing what the rest of the lengthy and non-negotiable 
contract says. For example, every day we treat arthritic patients 
who are driven to their appointments by family members that took 
time off work. 

They present one of 100 nonstandardized identification cards 
upon arrival at the front desk. At that moment, we must decide 
whether we will treat this patient. It is cruel to delay or deny 
treatment because it is just impractical to review a contract while 
a patient is awaiting services. Yet, being denied the opportunity to 
review and negotiate the terms and conditions prior to rendering 
services is completely contrary to fair contracting principles. 

Our third request is the elimination of ‘‘all products’’ clauses in 
plan contracts. Most states already outlaw these clauses, in order 
to protect physician practices from accepting all patients in all vari-
ations of insurance products offered by a given insurer. For any 
contract to be binding, there must be a quid pro quo, meaning both 
parties have received something from the other. But this does not 
exist for Medicare Advantage plans and the physician if contracting 
by default occurs. 

Some states, like Indiana, have addressed this practice. The 
Medicare Advantage plans are exempt from these state laws. We 
urge Congress to prohibit the use of ‘‘all products’’ clauses in the 
Medicare Advantage program. 

Our final recommendation is that Congress apply and enforce the 
same timely payment provisions to all Medicare Advantage prod-
ucts that exist for traditional Medicare. Traditional Medicare does 

VerDate 0ct 09 2002 12:56 Jun 17, 2008 Jkt 033615 PO 00000 Frm 00026 Fmt 6633 Sfmt 6633 G:\CLERK SB-LD\HEARINGS\TRANSCRIPTS\40862.TXT LEANN



21

a great job paying promptly and accurately. But my office’s ac-
counts receivable for Medicare patients is 50 percent higher than 
it was in 2005. This is primarily due to Medicare Advantage. 

We currently spend triple the workforce to collect what is due for 
Medicare Advantage payers than what we use to collect from tradi-
tional Medicare. In following up on unpaid claims with traditional 
insurance payers, we have avenues available to us such as the De-
partment of Insurance and federal agencies for ERISA plans. 

With Medicare Advantage, there is no comparable resource. Our 
Region V office from CMS has heard plenty from us and has offered 
some help, but it has been ineffective in causing any root change 
to the behavior of the payers. Applying the traditional Medicare 
prompt payment law to Medicare Advantage plans would be both 
logical and fair. Addressing our recommendations would greatly 
improve the medical community’s perception of and willingness to 
participate with Medicare Advantage plans; therefore, strength-
ening the program overall for beneficiaries as well. 

Thank you for this opportunity and I am happy to address your 
questions if you have any. 

[The prepared statement of Ms. Reimers may be found in the Ap-
pendix on page 57.]

Chairwoman VELÁZQUEZ. Thank you, Ms. Reimers. 
And now the Chair recognizes Mr. Chabot for the purpose of in-

troducing our next witness. 
Mr. CHABOT. Thank you very much, Madam Chair. 
I would like to introduce Tom DiAngelis, who is a fellow Buck-

eye. And not only is he that, but he is a fellow Cincinnatian. Al-
though he doesn’t live in my congressional district, he lives in 
Loveland, Ohio, which is actually in Jean Schmidt’s district, he is 
close. 

Tom graduated with honors from Northeastern University in 
Boston, Massachusetts. He is President and co-owner of Com-
prehensive Physical Therapy Center, Inc., which is an outpatient 
physical therapy provider located in suburban Cincinnati. 

Tom also is currently Vice President of the American Physical 
Therapy Association, Private Practice Section. Tom has served as 
the Reimbursement Chairperson for the Ohio Chapter of the Amer-
ican Physical Therapy Association. He is a member of the Physical 
Therapy Advisory Committee to United Healthcare. And he is a 
representative for the American Physical Therapy Association be-
fore payment policy organizations and committees. And we wel-
come them here this morning. 

Thank you. 

STATEMENT OF MR. TOM DiANGELIS, PT, PRESIDENT AND CO-
OWNER, COMPREHENSIVE PHYSICAL THERAPY CENTER, 
INC. ON BEHALF OF THE AMERICAN PHYSICAL THERAPY AS-
SOCIATION AND ITS PRIVATE PRACTICE SECTION 

Mr. DIANGELIS.Chairwoman Velázquez, Ranking Member 
Chabot, and members of the House Committee on Small Business, 
thank you for the opportunity to address the House Committee on 
Small Business and provide a small business owner and clinician’s 
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perspective on the pending cuts to payments under the Medicare 
physician fee schedule. 

I am Tom DiAngelis, a practicing physical therapist and co-owner 
of a small physical therapist practice in the greater Cincinnati, 
Ohio area. We currently employ 24 individuals in 3 clinics and 
serve approximately 180 patients per week with musculoskeletal 
impairments. Our goal is to return these individuals to the highest 
level of function and productivity in their homes and in their com-
munities. 

Thriving in this payment environment is a challenge for small 
businesses in physical therapy. The physical therapist small busi-
ness climate in Cincinnati has seen this firsthand. In the past 3 
years, 14 clinics have closed their office doors due to the negative 
pressure on payment. My partner and I have personally reduced 
our salaries, eliminated our advertising budget, and seen signifi-
cant increases in administrative and operating costs. 

Today I represent the American Physical Therapy Association 
and their Private Practice Section, which advances small business 
ownership among physical therapists. If Congress does not act by 
July 1st, 2008, payments under the Medicare physician fee sched-
ule will be cut by 10.6 percent. This would begin a series of pay-
ment reductions under the fee schedule, leading to an overall re-
duction in payment to health care providers of 40 percent by 2016. 

APTA supports efforts to avoid the 10.6 percent cut in payments 
under the Medicare physician fee schedule and to replace the 
flawed sustainable growth rate formula with a more accurate indi-
cator of health care inflation. 

Payment cuts under the Medicare physician fee schedule will 
have significant ramifications on the ability of physical therapists 
to serve individuals who have suffered from stroke, had joint re-
placements, or chronic diseases that impair their ability to move, 
walk, and perform their daily tasks. 

Physical therapy continues to be a critical need for Medicare 
beneficiaries. A recent Center for Medicare and Medicaid Services 
study indicated that 8.5 percent of Medicare beneficiaries utilize 
outpatient physical therapy services, resulting in 3.9 million pa-
tients in 2006. 

The demand for high-quality rehabilitation services by physical 
therapists will only increase as baby boomers age and people seek 
the services of physical therapists to keep active and productive. 

The impact of the pending cuts on physical therapists’ small 
businesses can be summarized by three points. First, beginning 
July 1st, in addition to a 10.6 percent reduction in payment, phys-
ical therapists will also be subject to a $1,810 per beneficiary per 
year therapy cap on outpatient services. This would limit patient 
access to needed physical therapy by not considering the patient’s 
condition, the diagnosis, or other contributing factors. This rep-
resents, in essence, a cut upon a cut and would make the viability 
of physical therapists’ small business a significant challenge. 

APTA recommends the passage of the Medicare Access to Reha-
bilitation Services Act, H.R. 748, legislation to repeal the therapy 
caps. Second, physical therapists in private practice have signifi-
cant limitations on how patients may access their services and 
marketplace. 
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Currently Medicare requires that the patient be under the care 
of a physician as a prerequisite for payment of therapy services. If 
the payment cuts go into effect and physicians stop taking Medi-
care patients, then access to physical therapy services will be im-
pacted as a ripple effect. 

APTA advocates for the passage of the Medicare Patient Access 
to Physical Therapists Act, H.R. 1552, as a strategy to improve pa-
tient access to physical therapists. 

As physician practices struggle with the payment cut, the incen-
tive to develop additional sources of revenue increases. This puts 
physical therapist small businesses at a competitive disadvantage 
since patients cannot directly choose their physical therapy pro-
vider and are often directed to clinics in which referral sources 
have financial interests. APTA advocates for stronger self-referral 
provisions in federal law to ensure the integrity of the health care 
delivery services. 

Third, physical therapists and small businesses are subject to 
burdensome administrative and regulatory requirements that add 
to the cost of providing health care. These administrative burdens 
complicate physical therapists’ practice, direct the physical thera-
pists away from patient care, and make it difficult to sustain phys-
ical therapists’ small business over the long term. 

The compounding effect of payment cuts under the Medicare phy-
sician fee schedule along with limitations on patient access, a com-
petitive marketplace, and regulatory burdens makes it difficult to 
sustain physical therapy small businesses. Congress must move be-
yond the issue of temporary payment reprieves and look at the 
health of the Medicare physician fee schedule for the long term. 
The health care delivery system needs physical therapist small 
businesses to meet patients’ rehabilitation needs. 

In closing, I and the American Physical Therapy Association and 
their Private Practice Section want to thank the House Committee 
on Small Business and its leadership for holding this hearing. 
Thank you. 

[The prepared statement of Mr. DiAngelis may be found in the 
Appendix on page 62.]

Chairwoman VELÁZQUEZ. Thank you, Mr. DiAngelis. 
And it is my pleasure to introduce our next witness, Dr. Cecil B. 

Wilson. Dr. Wilson is the immediate past Chair of the Board of 
Trustees for the American Medical Association and has been on the 
Board of Delegates since 1992. The AMA is the largest medical as-
sociation in the United States. Dr. Wilson has been in the private 
practice of internal medicine in central Florida for 30 years. 

Welcome. 

STATEMENT OF DR. CECIL B. WILSON, M.D., IMMEDIATE PAST 
CHAIR, BOARD OF TRUSTEES, AMERICAN MEDICAL ASSO-
CIATION 

Dr. WILSON. Thank you, Madam Chairwoman. 
My name is Cecil Wilson. I am the immediate past Chair of the 

Board of the American Medical Association Board of Trustees. I am 
also an internist in practice. 
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The AMA would like to thank the Chairwoman Velázquez and 
Ranking Member Chabot and the members of the Committee for 
your leadership efforts to address the fatally flawed Medicare phy-
sician payment formula called the sustainable growth rate, the 
SGR. 

Due to fundamental defects of the SGR, a 10.6 percent cut in 
Medicare physician payment rates is scheduled for July 1. And on 
top of that, another cut of five percent is projected for January 1, 
2009 and even more cuts through 2016, totaling 40 percent, during 
a time that physician practice costs would increase merely 20 per-
cent. And that’s according to the government’s own conservative es-
timates. 

Since 2002, the physician community has had to work with Con-
gress each year to achieve eleventh hour interventions to ward off 
steep payment cuts and preserve patients’ access to care. 

Moreover, Congress has used a financing mechanism in the last 
two legislative interventions that has resulted in deeper projected 
cuts for each subsequent year, making each year’s legislative fix 
more costly than the previous one. 

We urge the Committee and Congress to take immediate action 
to advert the July 1 physician payment cut, replace it with 18 
months of positive updates, updates that do not increase the size 
or duration of cuts that must be fixed in future years. If Congress 
allows the projected cuts to go into effect, this could adversely af-
fect millions of patients, physicians, and individuals employed by 
physicians’ offices, and related businesses across the country. 

An 18-month fix would allow time to implement a new physician 
payment system that reflects increases in medical practice costs. 
This we think is especially important as the baby boomers begin 
enrolling in 2011. 

A stable system consistent with the goals of the Medicare pro-
gram is needed to ensure the promise of high-quality health care 
to beneficiaries. The SGR undermines the Medicare program. 

First, patient access will be impaired if projected cuts go into ef-
fect. The vast majority of physician practices are small businesses. 
In fact, 50 percent of physician practices have less than five physi-
cians. And they account for 80 percent of our patient visits. Physi-
cian practices as small businesses cannot absorb the steep losses 
projected under the SGR. 

No small business could survive under a business model that dic-
tates steep cuts year after year. In fact, in an AMA survey, 60 per-
cent of responding physicians said they would have to limit the 
number of new Medicare patients they would treat if this year’s 
pay cut is not stopped. 

And the SGR will exacerbate physician shortages. We are pre-
dicting a shortage of 85,000 physicians by year 2020 without any 
of these cuts. And we know that physician pay cuts would force 
many practicing physicians over the age of 55 to weigh early retire-
ment, exacerbating the shortage. This will impact all beneficiaries 
of Medicare. 

In addition, the SGR is incompatible with physician adoption of 
health information technology and quality improvement initiatives. 
The reason is that quality initiatives, which rely on the use of 
health information technology, resulting in greater utilization of 
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physician services, including aggressive strategies to manage dis-
eases, to increase physician visits, imaging/lab tests, and drug 
therapies. 

This can reduce more expensive hospital admissions under Medi-
care Part A, but it increases spending under the SGR Medicare 
Part B, leading to additional payment cuts for physicians. And the 
payment cuts make it impossible for physicians to make the signifi-
cant financial investment needed for health information technology. 
So the SGR has trapped physicians and policy-makers in a vicious 
cycle. 

So the AMA asks Congress to ensure that physicians also are 
treated like hospitals and other providers, whose payment updates 
keep pace with inflation. And we again urge Congress to take im-
mediate action to avert the July 1 cut, replace it with 18 months 
of positive physician payment updates, updates that reflect in-
creases in medical practice costs. This will allow time to repeal the 
SGR. 

Thank you again for the opportunity to be here today. 
[The prepared statement of Dr. Wilson may be found in the Ap-

pendix on page 69.]

Chairwoman VELÁZQUEZ. Thank you, Dr. Wilson. 
Our next witness is Dr. David C. Dale. Dr. Dale is President of 

the American College of Physicians. He became a fellow at ACP in 
1976 and was elected to the Board of Regents in 2001. 

ACP is the largest medical specialty organization and the second 
largest physician group in the United States. Members include 
124,000 internal medicine physicians, related subspecialists, and 
students. 

Welcome. 

STATEMENT OF DR. DAVID DALE, M.D., FACP, PRESIDENT, 
AMERICAN COLLEGE OF PHYSICIANS 

Dr. DALE. Thank you. Thank you, Chairwoman Velázquez and 
Ranking Member Chabot, for allowing me to share my thoughts on 
this subject with you today. 

I am David Dale, President of the American College of Physi-
cians, the ACP. And I am an internist, professor of medicine, and 
former dean of the School of Medicine in Seattle. Our school fo-
cuses on training primary care physicians for the Northwest, for 
Alaska, Montana, Idaho, Washington, and Wyoming. 

ACP is the largest medical specialty society, as mentioned. And 
about 20 percent of our ACP members are in solo practice. And, as 
mentioned with the AMA statistics, nearly half of our members are 
in practices of five physicians or fewer. 

During my year as President of ACP, I have met with many of 
our members as I have traveled the country. Many of them are in 
businesses which are at a breaking point, due in large part to the 
problems with the Medicare payment system, just not keeping pace 
with practice expenses. 

In fact, I have become extremely concerned about doctors across 
the country, particularly in smaller communities, where the depar-
ture of a single physician because the doctor moves to town, retires, 
or dies and has no replacement creates a major community prob-
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lem. There is simply no elasticity in the system other than for 
small town folk to drive further. And, of course, the whole commu-
nity suffers when this occurs. 

These practices are small businesses, where much of their rev-
enue is tied directly to Medicare’s flawed reimbursement rates and 
formulas under the sustainable growth rate formula. Application of 
this flawed system and its scheduled payment reductions over the 
last six years has created a genuine problem for physicians. 

Earlier this year the ACP surveyed its members to measure the 
impact of pending Medicare payment cuts on their practices and on 
their patients. Although not designed as a scientific sample, almost 
2,000 internists responded and provided a firsthand account of the 
effects of these cuts. 

Thirty percent of our survey respondents noted that they have al-
ready taken steps in their practice to anticipate the scheduled 
Medicare payment cuts in July 1, 2008 and January 1st, 2009, such 
as limiting the number of new Medicare patients that they will ac-
cept. 

Eighty-six percent of ACP respondents reported that they would 
be forced to make changes if Congress does not avert the ten per-
cent cut scheduled for July. The most commonly mentioned matter 
is to reduce the number of Medicare patients they see. 

ACP members have expressed heartfelt concern for the impact of 
these changes on their patients. A Texas internist told us ‘‘The 
practice of medicine is a calling. And, as such, my colleagues and 
I have endured far more unfair revenue cuts than most businesses 
would endure. 

‘‘Yet, a medical practice is also a small business. We are now at 
the point where further cuts are not survivable. Just like any small 
business, our revenue has to exceed costs in order to survive. De-
spite everything that I have done to cut costs, the margin of profit 
is now thin and the proposed greater than ten percent cuts will put 
us out of business. 

‘‘The only option will be to downsize the practice and stop seeing 
Medicare patients. I would hate to do this, but it will be the only 
option I have if Congress does not reverse the proposed cuts.’’

As an educator, I have also encountered hundreds of young peo-
ple, our students, who are excited about the challenges and oppor-
tunities of becoming a patient’s personal physician. However, when 
it comes to choosing a career path, very few see a future in primary 
care and being this kind of a doctor. 

The numbers are startling. In 2006, only 26 percent of third year 
internal medicine residents planned to practice general internal 
medicine, down from 54 percent only 8 years earlier. Only 13 per-
cent of first year internal medicine residents plan to go into pri-
mary care. The percentage of medicine school seniors choosing gen-
eral internal medicine has dropped from 12 percent in 1999 to 4 
percent in 2004. 

ACP’s survey asks if Medicare payments are an important factor 
in medical students’ selection of a specialty. Sixty-three percent re-
sponded that this issue is extremely or very important. 

A resident at Case Western Reserve in Cleveland commented, 
‘‘When I entered medical school, I had always planned to become 
a general internist in primary care. Seeing the current deterio-
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rating funding environment has cemented in my mind not to go 
into primary care.’’

The ACP has conducted its survey in a number of other ways. 
And a key feature is the accelerated retirement of older physicians 
with a high percentage expressing an interest in retiring very soon, 
in fact, if the payment system isn’t changed. 

The college is very interested in the patient-centered medical 
home concept, which holds great promise for choosing better out-
comes for patients, potentially lowering costs and reducing com-
plications and avoiding hospitalization. We also believe it will at-
tract new physicians to general medicine and family medicine, the 
key specialties in deficit. 

We see an urgent need to address this problem for many reasons. 
And I am pleased that this Committee is interested in this problem 
and is addressing it today. 

Thank you. 
[The prepared statement of Dr. Dale may be found in the Appen-

dix on page 77.]

Chairwoman VELÁZQUEZ. Thank you, Dr. Dale. 
Our next witness is Dr. Mabry. Dr. Charles Mabry is a general 

surgeon in private practice in Pine Bluff, Arkansas. In addition to 
being a general surgeon, Dr. Mabry serves on the Board of Regents 
of the American College of Surgeons. The American College of Sur-
geons currently has over 70,000 members, making it the largest or-
ganization of surgeons in the world. 

Welcome. 

STATEMENT OF DR. CHARLES MABRY, M.D., FACS, BOARD OF 
REGENTS, AMERICAN COLLEGE OF SURGEONS 

Dr. MABRY. Thank you, Madam Chairman and Ranking Member 
Chabot. I appreciate the opportunity to be here today. And I will 
simply echo the statements of the other presenters today that there 
is no question that the SGR is broken and we are in dire straits. 

We are really grateful to have this opportunity to present before 
you because I am an example of a small business person. I am a 
general surgeon. I live in a town of around 60,000. There are seven 
of us in town that take the general surgery call. 

It is important for the members to understand that we all are 
in our own businesses. We have to hire employees. We have to buy 
from other small businesses in our community. And so what hap-
pens to us affects all small businesses. And, vice versa, what af-
fects small businesses in our community affects us. 

Now, it is interesting that the American College of Surgeons is 
composed of many different surgical specialties, but I am going to 
refine and constrain my comments to general surgery, which is 
about 40 percent of our membership. 

It turns out that of the general surgeons around, 70 percent are 
in private practice. So it’s a high percentage that are small busi-
ness people. And of those, around 40 percent or so derive their in-
come from Medicare. So Medicare is one of our larger payers. And, 
therefore, what happens to Medicare is very, very important. 

The average general surgeon has in a practice of around 4 to 5 
people around 15 employees. And they have a payroll of around 
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$130,000. So it is like a regular business. And part of our concern 
is that we don’t know when to depend upon the next pay cut. We 
can’t make our budget. We can’t project our expenses, not knowing 
what is going to happen with the SGR. 

Now, the other thing that sets surgeons apart from other physi-
cians to some extent is the fact that we are paid on a global pay-
ment scale. We are paid a 90-day global payment for most of our 
major surgical procedures. Major surgical procedures really have 
not risen much in the last five to ten years. We are at about a 
three percent growth rate. But our payment is a lump sum pay-
ment for everything we deliver in 90 days. 

Now, for many different reasons, payment being one of them, we 
are running out of general surgeons. And the general surgeon, as 
you very well may know, is the surgeon that is in charge in your 
hospital, your local hospital, for emergent surgery and trauma sur-
gery. 

There are only 1,000 general surgeons that come out of residency 
every year. And of those general surgeons, only around 300 elect 
to go into true general surgery. Others subspecialize, go into 
laparoscopic surgery and other things. So the number of general 
surgeons available to be emergent surgeons and trauma surgeons 
is dropping dramatically. 

When you look at the big numbers, HRSA release a study in Oc-
tober of ’06. There are only 21,000 active practicing general sur-
geons in America. Now, that is a small number. And when you put 
on top of that the drop in the number of surgeons we project, it is 
really going to become critical to the local hospitals for trauma care 
and emergent care. 

As small business people, though, however, the general surgeon 
has also an effect on the local hospital. As we heard, if a surgeon 
retires and a physician retires, often times we can’t find replace-
ments to fill the slot. For a general surgeon, if he or she retires, 
the hospital has roughly 18 months—if that is the only general sur-
geon—to replace that surgeon or the hospital will have to dramati-
cally reduce its services or have to close. So the loss of a general 
surgeon has an impact not just on the local physician practice but 
also on the small business practices that rely upon that hospital. 

We have seen a drop in our physicians that go into private office-
based practice of about 18 percent in the last 5 years. So this is 
not just a hypothetical thing. We are actually seeing this drop in 
general surgery today. 

Well, I have gone on a long time about this. What evidence do 
we have that this is really occurring? There are two studies I have 
included in my written comments, and I will just highlight those. 
In North Carolina, from 1995 to 2005, 47 North Carolina counties 
experienced a decline in the number of general surgeons. And four 
completely lost all general surgery coverage. 

I was intrigued by that. So I looked at the data from Arkansas. 
Between 1997 and 2004, 12 Arkansas counties experienced this 
same decline. We have 21 counties that have no general surgeon. 
And of the seven counties that lost general surgeons, two hospitals 
closed. And five hospitals had to decrease their services dramati-
cally. So this has an impact not just on the surgeons but on the 
community itself. 
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Our proposal and one of the things that we are trying to discuss 
with others, the American Osteopathic Association and we have an 
alternative proposal for the SGR, which is broken. Our proposal is 
the service category growth rate. It is a proposal to divide physi-
cian services into six unique service categories, not by surgical or 
medical specialties but by the type of practice or service: preventa-
tive and primary care; other evaluation management services; 
major procedures, which involves what we as surgeons do; minor 
procedures; imaging services; and then diagnostic tests. 

We feel that this will allow Congress and the administration to 
better control the management of individual services—much like 
operating with a scalpel, instead of a broad ax. Right now, with the 
SGR, we just have a large ax to perform surgery with because one 
cut takes care of everyone. We propose having a much more refined 
solution. 

In conclusion, we propose that the current SGR itself needs to be 
fixed immediately. We agree with everyone here, and we would ask 
for also attention to some alternatives, such as a separate category 
growth rate. 

On behalf of the American College of Surgeons, I really appre-
ciate your time and effort today. Thank you. 

[The prepared statement of Dr. Mabry may be found in the Ap-
pendix on page 88.]

Chairwoman VELÁZQUEZ. Thank you, Dr. Mabry. 
Dr. Wilson, if I may, I would like to direct my first question to 

you. I was deeply dissatisfied with Mr. Kuhn’s response concerning 
the Medicare economic index. Clearly the MEI does not reflect the 
current practice of medicine. What do you believe are the problems 
if there is any problem with MEI? And what alternative assump-
tions do you believe the MEI should include? 

Dr. WILSON. Well, thank you, Madam Chair. 
We do believe that the medical economic index does provide an 

inflation measurement of the inputs that are sort of the market 
best that is there. 

Our intention is the market best components, the inputs, are not 
the same as they were back in the 1970s, that staffing require-
ments, positions are much higher. So we believe that other inputs 
need to be added to that medical economic index, which would 
more accurately reflect practice as it is. 

In essence, the amount of contention for us is the productivity 
adjustment that is put in the medical economic index, which sug-
gests that if you have an inflation-adjusted increase, then physi-
cians and others will compensate for that by doing more proce-
dures. And so you account for that by an adjustment. 

We believe that that is not the case. And we also believe that if 
that is going to be a part of it, it ought to be applied to everyone 
else. At this time, that inflation adjustment or that adjustment is 
only applied to physician practices and physician payments. 

So we believe that a comprehensive look at the MEI to see if 
there are some other things that need to be measured, in essence, 
makes a lot of sense. 

Chairwoman VELÁZQUEZ. Thank you. 
Are those contained in the MedPAC findings? 
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Dr. WILSON. I will confess, Madam Chair, I do not know that. 
Chairwoman VELÁZQUEZ. Okay. Dr. Mabry, you spoke about that 

the American College of Surgeons has been working on an alter-
native mechanism for calculating Medicare updates. Can you talk 
to us a little bit more about how it differs from some of the ap-
proaches currently being considered? 

Dr. MABRY. Yes, ma’am. I will do my best. You know, it is a very 
technical issue. And I really would defer to more people expert 
than me. Basically, the concept would be that we would divide the 
large spectrum of services provided into discrete categories of serv-
ices. 

In each one of those categories, Congress and the administration, 
would have the capacity to adjust the amount of money that is put 
in that bucket to spend in that given year. And if the need arises, 
for instance, for the patient-centered medical home or for more pri-
mary care payments, Congress would have that ability to do that. 

On the other hand, if there is an over-utilization of services and 
it was the wisdom that those payments should be reduced, then 
that would allow you a much finer tool to reduce those payments 
for over-utilization. And, therefore, it would be more successful, we 
think. 

Chairwoman VELÁZQUEZ. Do any of the other witnesses have any 
opinion on the proposal made by the American College of Sur-
geons? Dr. Wilson? 

Dr. WILSON. Yes. Madam Chair, actually, MedPAC did at least 
look at some options related to what they would call many SGRs 
that might be based on specialty or service, as you just heard, from 
the surgeons or maybe even based on geography. 

I guess our concern at the AMA is that having had a global SGR, 
which clearly has not worked, has not been able to distinguish be-
tween good growth and bad growth, as you have heard, really is 
a meat ax, where a surgical scalpel is needed, we would have some 
concerns and think that to look at, in essence, having many SGRs, 
which one might characterize this as, would need careful study to 
be sure it didn’t just compound the problem. 

We believe that the critical thing is to move away from this sys-
tem, which says we are going to decide ahead of the year how 
many people are going to get sick. And if more people get sick that 
year, then we are going to dock the physician’s pay. And we believe 
that in terms of the payment, we ought to be looking at the in-
creased cost of providing care. 

And we also need to be looking at accountability and quality and 
performance and the kinds of things that you did hear Mr. Kuhn 
talk about and that the AMA has been working with CMS on. 

Chairwoman VELÁZQUEZ. Thank you. 
Dr. Dale? 
Dr. DALE. Yes. It is an important issue. And I think we would 

be strongly in favor of careful study of proposals like this. We can 
see some pluses and minuses to it. Really, the bigger problem is 
since the beginning of Medicare, there have been lots of changes. 

And, in particular, the relationship between hospitals, doctors, 
and pharmaceuticals has changed enormously. And it would really 
be much more important to study the global costs of health and 
then the partitioning of the funds to pay for it. 
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Chairwoman VELÁZQUEZ. Thank you. 
Ms. Reimers, the pending Medicare physician cuts could affect 

the ability of practices to make needed capital purchases. This is 
officially true in the current economic environment, when it is even 
more difficult and costly to get a loan. 

In your opinion, will these cuts affect ability of practices to pur-
chase needed health information technology and medical equip-
ment? 

Ms. REIMERS. Absolutely. And I believe that it already has. I 
mean, we really haven’t had a raise in the last seven years. So 
imagine working for seven years without ever a pay increase but 
only your expenses going up. And so there is absolutely no reason 
to believe that they haven’t already had an effect. 

There are many people who are still struggling to try to find cre-
ative ways to make purchases of this kind of equipment. So it is 
happening but just not at the rate that the nation would like to 
move to have integrated health information systems. 

Chairwoman VELÁZQUEZ. Any other member of the panel would 
like to—

Dr. WILSON. Well—
Mr. DIANGELIS. No, go ahead. 
Dr. WILSON. Okay. Well, thank you, Madam Chairwoman. 
I would just emphasize that I am in solo practice of general in-

ternal medicine. And 75 percent of my practice is Medicare. So it 
is actually a challenge for me to replace existing equipment in the 
office and with this uncertainty, much less to consider other newer 
things, which have benefits and are very positive and I would like 
to have, but it is just out of the realm of possibilities. 

Chairwoman VELÁZQUEZ. Let me ask you. Some members of Con-
gress has suggested paying higher reimbursement rates for prac-
ticing investing in health information technology. Do you think 
that the fee structure should be used as an incentive to encourage 
information technology adoption? 

Dr. WILSON. We believe that there need to be incentives. You 
know, one of the realities is at this point only 11 percent of the 
benefits of going to health information technology actually accrue 
to the provider. The other 79 percent go to payers and insurance 
companies and managed care companies. 

So we believe that assistance will be needed. And we are sup-
porting things that Congress can do in terms of tax deductions and 
credits and loans and incentives. We are also asking Congress to 
consider looking at the anti-kickback laws and antitrust laws that 
might be able to be tweaked so that physicians can enter into rela-
tionships with hospitals and insurers to help finance this change. 

Chairwoman VELÁZQUEZ. Thank you. Dr.—Mr. Chabot? Dr. 
Chabot. 

Mr. CHABOT. Dr. Chabot. Yes. Thank you. 
[Laughter.] 
Mr. CHABOT. Great. Ms. Reimers, if I could begin with you? I 

think you mentioned that 24 percent of your patients are Advan-
tage. Is that correct? 

Ms. REIMERS. Twenty-four percent of our Medicare patients are 
now Medicare Advantage. 
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Mr. CHABOT. Okay. And is the treatment that they receive any 
different from a person that’s under regular Medicare versus a per-
son that might have some sort of private health care versus is 
there anybody that still pays for it out of their own pocket in your 
practice or do they all have one of those coverages? 

Ms. REIMERS. We do have an Amish community around us who 
pays cash. And so yes, we do have self-pay patients and a few unin-
sured. 

Mr. CHABOT. So the question would be, how is the care? 
Ms. REIMERS. In our mind, when they get back to see the doctor, 

there is no change. There is no directive to not see a patient in a 
certain manner or care for them in any way differently. 

Mr. CHABOT. And as a business person, do you have any pref-
erence amongst the four different categories that we talked about? 

Ms. REIMERS. Well, I certainly would like to see an insured pa-
tient who I know the rules, rather than an insured patient who I 
don’t know the rules, because this patient may have to be directed 
to a particular hospital. This patient may have to have certain 
services done before they will be approved for surgery. So there 
could be a variety of reasons why I need to have information prior 
to. 

Currently the way our practice operates, the physician would 
probably know what kind of insurance the person has. So that he 
might, for instance, say, ‘‘Well, I see that you have to be done at 
this particular hospital. So I go there on Wednesdays,’’ that kind 
of thing. But other than that, we do not do anything differently. 

We have a few instances, too, where we have to get prior permis-
sion from a patient to do services on Medicare or Medicare Advan-
tage patients. They have to sign a release, very rare but occasional. 
And so we have to be cognizant of that. 

Mr. CHABOT. Thank you. 
Dr. Wilson, I think you had mentioned the eleventh hour inter-

vention. And going back to the question that I had asked in the 
previous panel about how disruptive is it, how inconvenient is it 
that Congress doesn’t act so we don’t tell you ahead of time what 
the rules are going to be, when you are going to get the money, 
how much is it going to be? How disruptive is that when you are 
practicing medicine? 

Dr. WILSON. Well, first let me thank you for the question you 
asked because it was good to hear that CMS does think there is 
a time certain that they could make those changes. It was chilling, 
though, to realize that the cuts are already locked in the computer. 
So we hope something will happen in time for that to be changed. 

Clearly small businesses cannot plan for the future unless they 
have some way of estimating what their income is going to be. So 
your estimate of what the income is going to be, what is certain 
is that there could be a ten percent cut, you can’t plan for that fu-
ture. You are really planning for survival. 

So to think that one can add new technology in the way of health 
information technology or other medical technology which comes 
across the way, those uncertainties for any small business are ex-
aggerated in physician practices. 

Mr. CHABOT. Okay. Thank you. 
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Dr. Mabry, you had mentioned that you are a small business and 
so you face the small challenges that other small businesses do, 
even outside the medical profession. Is it accurate that also in the 
other challenges that you face, they would include things like en-
ergy costs and how they have been going through the roof? And so 
you are paying those same costs as well. 

In fact, even in the products that you have to purchase, with die-
sel being as high as it is right now, the inflationary factors in all 
the things, if you buy a chair for your office, for example, so, in 
other words, even, say, the federal inheritance death tax, when one 
has to plan for the future, so you face all of those same problems 
that other businesses would face as well. Is that correct? 

Dr. MABRY. Yes, sir. I think all the practices have to bear the 
burden and the brunt of any inflationary increases from their sup-
pliers. And this goes without saying. 

Another thing that we have not talked about today but that is 
certainly a very true phenomenon is the increase in health insur-
ance premiums that small businesses have to shoulder. We are 
health care providers, but we have no control over the cost of 
health insurance, which is going up, and it is harder to get. So that 
is another inflationary cost. 

And, as Dr. Wilson pointed out, it’s not just small things, such 
as tongue blades. In our practice, our endoscopes that we use to do 
screening colonoscopy for colon cancer, they are getting old. My 
partner and I were trying to decide when and if we can buy those 
or not. Well, we don’t know. We don’t know what the next six 
months are going to hold. 

So those sorts of things are real-life examples of how it is becom-
ing more and more difficult to practice medicine. It is hard enough 
to practice medicine in surgery, but now we have to worry about 
the business aspects of it. And that just adds more to the problem. 

Mr. CHABOT. Thank you. 
And then for all of the doctors, does it continue to be a problem 

or something that you have in your mind, the potential of having 
a lawsuit filed against you and the challenges that one faces, some-
times frivolous suits but, nonetheless, you still have to defend 
them? Is that still an issue that resonates that you think should 
be dealt with, either at the state level or at the federal level? I in-
vite any of the doctors. 

Dr. WILSON. Well, it is a part of the real world, and it is never 
far from the surface. It is a fair observation to say that a lot of 
those premiums that have arisen have tapered in the last year. 
They have stopped rising as fast, but they are at unconscionable 
levels. So that if you are an ob/gyn in Miami, Florida and paying 
$247,000 a year, that is a constant financial reminder of those chal-
lenges. 

And then I think the thing that you alluded to—and that is, the 
apprehension about taking that trip, even if you are acquitted, if 
you are sued, taking that trip, and the hassles of that are what 
drives a lot of what we call euphemistically defensive medicine, 
which we know. And, actually, I guess the CBO offices indicated 
add to another $120 billion to the cost of health care in this coun-
try. So we are still very concerned. 

Chairwoman VELÁZQUEZ. Would the gentleman yield? 
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Mr. CHABOT. I would be happy to yield. 
Chairwoman VELÁZQUEZ. Doctor, is insurers’ consolidation an 

issue that is in your mind? 
Dr. WILSON. Absolutely and not just in terms of liability but par-

ticularly in terms of health insurance. 
Chairwoman VELÁZQUEZ. But it is not only tort reform and liabil-

ity issues one of the biggest issues that you have to confront but 
also the insurer consolidation? So it has to be coupled with insur-
ance reform? 

Dr. WILSON. Our plate is full. 
Chairwoman VELÁZQUEZ. Yielding back. 
Mr. CHABOT. Okay. Thank you. 
And reclaiming my time, just one last question. Also, the mar-

ginal tax rates, income taxes, on everyone was reduced somewhat 
over the last few years. And capital gains taxes were reduced and 
those types of things. Those tax cuts were not permanent, unfortu-
nately, because we didn’t have the votes in the Senate to make 
them permanent. So they are going to go back up in a couple of 
years unless Congress does something to make those tax cuts per-
manent. 

Is that a concern to the members of the panel or do you want 
to have your taxes go up? 

[Laughter.] 
Chairwoman VELÁZQUEZ. An easy one. 
Mr. CHABOT. Anybody want to take? Mr. DiAngelis, since I 

hadn’t talked to you? 
Mr. DIANGELIS. The idea of taxes increasing I don’t think excites 

anybody at the table. So it is a concern. You know, anything that 
is going to increase our expenses for the small physical therapist 
practice has the potential to be extremely detrimental because we 
are literally right now working in a survival mode. 

An example, Dr. Mabry just brought up that his health insurance 
goes up every year. I just got my renewal notice for our small com-
pany. And this year it goes up in June. And they are proposing a 
49.5 percent increase in my premiums. I don’t know how that is 
justified, but I know that it is something that we cannot afford. 

And so we are in a situation where we really live paycheck to 
paycheck in the small business. And so anything that is going to 
increase expenses anywhere we are not going to be able to make 
it, quite frankly. 

Chairwoman VELÁZQUEZ. Okay. Thank you. 
Dr. Dale? 
Dr. DALE. I will comment because I think doctors are interested 

both in the cost and in the revenue side of government. I would say 
that doctors are good citizens. They pay their taxes. And they pay 
them as happily as anyone else. And I think that in terms of pay-
ing for Medicare, that we have been happy participants on both 
sides. And in talking to physicians, they appreciate the value of 
Medicare to the public but also to themselves. 

Mr. CHABOT. Thank you very much. I thank the entire panel and 
yield back my time. 

Chairwoman VELÁZQUEZ. Mr. González? 
Mr. GONZÁLEZ. Thank you very much, Madam Chair. 
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And, again, thank you for your testimony today. And I also join 
my colleagues in expressing regrets that it has been such a delay. 
But it has just been a tough week. 

First and foremost, I think everyone agrees that the SGR is, in 
fact, broken, for whatever reason. Maybe it is not such a bad vehi-
cle or manner in which to arrive, but obviously the elements, the 
factors, and everything else, maybe we’re not getting the right in-
formation, one. 

Two, we are also working within fiscal constraints. We are going 
to make it work, whether we have the right information or not. 
And that is the scary thought. 

My question goes to your efforts of having your voices heard as 
we work through this problem. I do want to touch on—and I am 
sure the Chairwoman and Ranking Member may have something 
to say—we don’t know what is going to happen other than we are 
not going to let the ten percent cut go into effect. But is it going 
to be a six-month fix? 

This is an election year. You know, dump it on the new adminis-
tration and see what happens. And every year we have been doing 
this since 2002. And, to be honest with you, in the final analysis, 
I think health care providers are just happy that the cuts weren’t 
effectuated. But we still don’t fix the underlying problem, which is 
never good. And we have gone over the consequences of that. 

You heard Mr. Kuhn say something to the effect that there is a 
collaboration with the medical community, ongoing. And that was 
his testimony. So my question all the way down the line because 
each of you represent an organization or an association, is your 
voice being heard? What form does it take? I am really starting to 
wonder. 

Whether it is the Texas Medical Association, my local medical so-
ciety, the different specialist associations, I don’t get the message 
that there is a huge collaborative going on. 

So, you know, I will start with the first witness. Is it Ms. 
Reimers? 

Ms. REIMERS. I guess I will, first of all, say from an administra-
tive standpoint, getting the job done, paying us when we send in 
the claim—you know, we submit a bill. They pay us. Traditional 
Medicare is doing a very good job, as opposed to a number of years 
ago where there were all kinds of administrative struggles and 
timeliness of payment was a severe issue. 

I do not feel that CMS has done enough to oversee Advantage 
payers’ behavior after the claim is submitted. They are working 
pretty hard to try to straighten out beneficiary issues, but I do not 
feel that they have done much to support physicians. 

And, to that end, there is not, to my knowledge—and I have tried 
to ask a lot of people. There is no apparent method to review an 
unpaid claim or a claim that is not paid correctly. If the Advantage 
payer sends you a $10 check for something that should be $100, 
there is no mandated way that a deemed provider can make the 
Advantage payer review that claim and resubmit and possibly pay 
correctly. They sometimes will and sometimes won’t. 

Mr. GONZÁLEZ. Thank you. 
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Ms. REIMERS. So I would say CMS is doing a great job on tradi-
tional Medicare, maybe hasn’t worked out the kinks on the Medi-
care Advantage. 

Mr. GONZÁLEZ. Mr. DiAngelis? 
Mr. DIANGELIS. On your specific question, if I understand you 

correctly, you know, is our voice being heard by CMS in this, I will 
defer some to our national organization, ask them to follow up with 
you since I am not on the inside day to day with the association. 

However, from the discussions that I have had, my under-
standing is there is dialogue there and fairly consistent dialogue. 
So I see that as a positive. However, I cannot state specifically how 
well the voice is being heard. But I will be happy to have somebody 
follow up with you on that. 

Mr. GONZÁLEZ. Dr. Wilson? 
Dr. WILSON. Thank you, Congressman. It is a yes and no answer. 

And the first thing to do is to agree with Mr. Kuhn that in those 
areas related to quality and performance improvement, the whole 
area that the AMA has been involved with along with all of the 
specialty societies since 2000, the Physician Consortium for Per-
formance Improvement, which has developed now in excess of 213 
performance measures; that is, physicians deciding how physicians 
out to measure their work product, we are pleased that CMS is 
using, I think it is, like 85 percent of the measures they are using 
and the physician quality reporting initiative are AMA Consortium 
performance measures. 

So we believe that is a positive. We are using real science the 
physicians have adopted. So we have been very pleased. We do be-
lieve that our voice is being heard. 

The other side of the coin does have to do with the issue we are 
talking about here today. And that is the SGR. We have felt for a 
long time that the administration had some options. And we sug-
gested some along the way. They might have been more helpful in 
addressing the problem of the cuts. There may have been some 
wiggle room there. 

Now, their attorneys have suggested to them otherwise, but we 
believe that they have said—and I think you heard that, that it is 
at the Congress to do that. And so we don’t think that that part 
of the concern has been heard well. 

Well, the other concern we have, of course, is the continued em-
phasis on volume, not always appreciating that that doesn’t distin-
guish between good volume and bad volume. 

Mr. GONZÁLEZ. Thank you. 
Dr. Dale? 
Dr. DALE. I guess I will make three brief points. One is the ACP 

has really been interested in the initiative, the patient-centered 
medical home, as a new framework for thinking about the organi-
zation of medical services, which, as I mentioned, may save costs, 
provide more patient satisfaction, and also make the field of being 
a generalist more attractive. 

We would like to urge Congress to enact legislation that would 
initiate a pilot testing of this idea. There is a limited demonstration 
project that has been funded but hasn’t gotten started. I guess our 
basic feeling is it has been awfully slow in getting started. 
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The other two things I would briefly mention are we have testi-
fied before before Congress about relative effectiveness of treat-
ments and tests. And we think the government, CMS, should be in-
vesting more in looking at the relative value of things that we pay 
for. And, second, we have an initiative also to look at the cost-ben-
efit of things we pay for. And we need to be both more imaginative 
and more critical and put more effort into really analyzing what we 
are doing. 

Mr. GONZÁLEZ. Thank you. 
Dr. Mabry? 
Dr. MABRY. Thank you. 
I would echo what was said. The three things that I would like 

to talk about that the American College of Surgeons has been very 
engaged with and with the both the administration as well as the 
other societies has been in the search for quality. If you are going 
to give us a dollar to deliver care, then we owe it to you to show 
that we are delivering good care. And that is what all of us have 
said. 

The College has the National Surgical Quality Improvement 
Project, which actually measures surgical outcomes in hospitals. 
And that is a very important we think risk-justified program. And 
we are trying to spread that throughout the hospitals. 

The other is the Surgical Quality Alliance that comes up with 
new measures to measure the actual quality of surgery that is 
being delivered. Are you getting a good operation? Are your com-
plication rates low? What are you doing to prevent problems? Those 
things are very important. 

I think the third thing in this, probably the most important as 
far as the dollar impact, is we would like to see the agency ask 
what I would call the tough questions. An 80-year-old man who has 
pancreatic cancer, do they really need an aggressive chemotherapy 
when their life expectancy is short anyway? If they do need that, 
what sort of aggressive therapy do they need? 

The outcome effect of this is very critical. That is where we are 
going to tell the difference between money that is wasted and 
money that is well-invested in a patient. 

And those tough issues, those tough questions, that is what we 
need to be asking: How we are going to spend our money and can 
we spend it well? 

Mr. GONZÁLEZ. And, real quick, just kind of a final thought. The 
Chairwoman will have these early breakfasts, like 8:00 in the 
morning. And we have these roundtable discussions. And we have 
had them with, of course, health care providers. And it has been 
very interesting. 

And I think one of the most interesting aspects is that we have 
had individuals that are representative of either your associations, 
organizations at the table. And they have been able to identify spe-
cific individuals within the CMS who are very responsive. 

And I would say that you all need to start looking at that and 
saying, ‘‘Okay. Who does listen to us?‘‘ because this next adminis-
tration is probably going to be looking for some guidance and from 
the different professional organizations as to who gets the pro-
motion, who remains, and so on. 
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We are going to have to have someone that is incredibly sensitive 
and is going to be listening to you. You have to be very organized, 
though, in your approach because bureaucracy has a way of just ei-
ther waiting you out or wearing you out. And we have to fight that. 

I can assure you that we are very, very vested on the small busi-
ness aspect. And most of the practitioners are small businessmen 
and women. 

Thank you very much. 
Chairwoman VELÁZQUEZ. Mr. DiAngelis, I want to ask my last 

question to you. And maybe, Ms. Reimers, you might want to com-
ment. Many health policy leaders are discussing ways to further in-
tegrate and promote efforts in information technology, quality im-
provement, and outcomes measurement in Medicare. 

What do you believe the challenges will be for small practices at-
tempting to integrate this initiative into their practice? 

Mr. DIANGELIS. I think the first challenge is any technological 
requirements that would require an investment up front. We would 
like to right now be moving towards electronic medical records and 
be able to capture some data that way, but, quite honestly, we just 
can’t do that. 

The expense is too high. And with the uncertainty of where we 
are going, we are hesitant to take on any more debt load and move 
forward in that area. So I see that probably the biggest limitation 
for a practice like ours would be the up-front expense of what we 
would have to do there. 

I think that there might be some ways to capture certain data 
through billing mechanisms and things of things of that nature 
that we already do. And that is why I think getting everybody to 
the table and trying to figure out how we do that would be critical 
in sorting through that. 

Chairwoman VELÁZQUEZ. Thank you. 
Ms. REIMERS. I would initially say, first of all, the up-front cost. 

But once you get past that, you do have with so many businesses 
involved, whether it be hospitals, doctors, physical therapists, audi-
ologists—you know, the list goes on and on—you are going to have 
a great need to figure out which pieces of discrete data you are 
benchmarking and what makes good quality, especially with an el-
derly population who, by definition, are going to decline.

So I would say that the process to measure is going to be a 
lengthy one. And maybe just picking certain measures, as in PQRI, 
is a good start, but I see that the definition of each discrete data 
field may have a lengthy two-page definition to it. So I think that 
defining each element you are trying to measure would be an issue. 

Chairwoman VELÁZQUEZ. Thank you. 
Anyone else would like to comment? 
[No response.] 
Chairwoman VELÁZQUEZ. Okay, Mr. Chabot. Well, again I want 

to thank all of you. You know, I participate every week with the 
Democratic leadership, regarding legislation that will be brought 
up to the floor. We will continue to monitor this issue as it moves 
from the Senate into the House. I will voice the concerns of the 
small business community when it comes to physician cuts for-
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mula. And we hopefully get a resolution soon, before the summer 
gets here. 

With that, I thank all of you for participating. And I ask unani-
mous consent that members will have five days to submit a state-
ment and supporting materials for the record. Without objection, so 
ordered. 

This hearing is now adjourned. 
[Whereupon, at 2:05 p.m., the foregoing matter was concluded.]
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